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This paper investigates the short-run consumption expenditure dynamics and the interaction of public and private arrangements of ultra-poor and labor-constrained households in Malawi using an original dataset from the Mchinjii social cash transfer pilot project (one of the first experiments of social protection policies based on unconditional cash transfers in Sub-Saharan Africa). The authors exploit the unique source of exogenous variation provided by the randomized component of the program in order to isolate the effect of cash transfers on consumption expenditures as well as the net crowding out effect of cash transfers on private arrangements. They find a statistically significant reduction effect on the level of consumption expenditures for those households receiving cash transfers, thus leading to the rejection of This paper is a product of the Finance and Private Sector Development Unit, Africa Region. It is part of a larger effort by the World Bank to provide open access to its research and make a contribution to development policy discussions around the world. Policy Research Working Papers are also posted on the Web at http://econ.worldbank.org. The author may be contacted at fstrobbe@worldbank.org. the perfect risk sharing hypothesis. Moreover, by looking at the effects of cash transfers on private arrangements in a context characterized by imperfect enforceability of contracts and by a social fabric heavily compromised by high HIV/AIDS rates, the analysis confirms the presence of crowding out effects on private arrangements when looking at gifts and (to a lesser extent) remittances, while informal loans seem to be completely independent from the cash transfer's reception. From a policy perspective, the paper offers a contribution to the evaluation of the very recent wave of social protection policies based on (unconditional) cash transfers in Sub-Saharan Africa, suggesting that there might be an important role for public interventions aimed at helping households to pool risk more effectively.
Introduction
The traditional informal system of safety nets and support based on family aid and communal living has eroded in many Sub-Saharan African countries where poverty and AIDS have destabilized households, orphaned children and changed demographic patterns (UNICEF, 2006) . As a consequence, families living amid widespread poverty in AIDS-affected communities face a social protection vacuum when both informal arrangements and formal interventions fail to provide the safety net that families need to survive (Miller, 2007) . Over the last decade, social protection policy frameworks have gained increasing interest and support among governments and donors in Sub-Saharan Africa. In particular, social protection in the form of cash transfers is considered to be a critical component in fighting poverty and responding to families that have been overwhelmed by disease, illnesses, and other shocks (Barrientos and DeJong, 2004) .
Impact evaluations of social protection programs represent a fundamental tool for policy formulation at the national level as well as for funding decisions from bilateral and multilateral donors. However, such evaluations require a careful analysis of the interaction of a formal safety net with the informal insurance arrangements pre-existing in a particular context: in fact, in addition to direct effects, government interventions can also present indirect effects which might change the incentives to participate into private arrangements. Such indirect effects can be quite important, inducing crowding out of private insurance schemes, thus breaking down the fragile social fabric that maintains some form of social insurance among related individuals 2 (Albarran and Attanasio, 2003) .
In this paper we focus on the specific context of Malawi, a country where the structure of the household and consequently the informal relationships are deeply affected by the HIV/AIDS pandemic. Using a unique and original dataset based on a randomized design, we evaluate the effects of a public unconditional cash transfers program on consumption expenditures and whether this intervention actually weakens or reinforces an already fragile social fabric. While there have been some studies of crowding out effects of social cash transfers programs in Latin America, very few studies have been done in Sub-Saharan Africa and even fewer are based on a randomized experiment. Our results indicate that the impact on consumption expenditures for those households 3 receiving cash transfers, leading to the rejection of the perfect risk sharing hypothesis, while the presence of crowding out effects on private arrangements is confirmed for gifts and (to a lesser extent) remittances, but not for informal loans.
The analysis is based on the Mchinji Social Cash Transfer Pilot Scheme 3 , one of the first social protection experiments in Sub-Saharan Africa and considered to be a major tool for poverty reduction in the Government of Malawi's National Social Protection Policy. The Scheme covers more than 3,000 households living in rural villages in the Mchinjii area (central Malawi) and has the objective to alleviate poverty, reduce malnutrition and improve school enrolment among the poorest 10% of households through regular and reliable cash transfers. From an econometric perspective, most of the studies of the crowding out effect suffer from important endogeneity problems due to the so-called "program placement effect" (Rosenzweig and Wolpin, 1994) 4 . In this paper we avoid such effect by exploiting the source of exogenous variation given by the randomized design of the dataset, which allows us to properly isolate the effect of cash transfers on the recipients' welfare.
We first assess the type of risk sharing arrangements (i.e. perfect, partial or autarchy) existing at village level by measuring the impact of unconditional cash transfers on households' consumption expenditures, controlling for aggregate resources. Then we assess how previously existing arrangements based on private inter-household transfers are affected by the introduction of public transfers. To this aim, the dataset distinguishes between three different types of private transfers: 1) gifts (i.e. monetary or in-kind transfers without any repayment expectations attached), 2) loans (i.e.
monetary transfers with mandatory repayment) and 3) remittances (monetary transfers from household members living abroad), thus leading to a better understanding of how crowding out effects may differ according to the type of private transfer.
The contribution of this paper to the academic and institutional debate on social protection policies is twofold: first, it suggests that there might be a role for public interventions aiming at helping households to pool risk more effectively as it shows that the perfect risk sharing hypothesis (once again) does not represent a proper description of the reality, even with reference to small village economies deeply affected by the HIV/AIDS epidemic. Second, it provides empirical support to the analysis of the interaction of public programs and private transfers, showing how certain types of transfers (i.e. gifts and remittances) are more likely to be crowded out than others 4 (i.e. informal loans), thus providing useful insights for the proper design and implementation of social protection policies in a context characterized by imperfect enforceability of private insurance contracts and imperfect capital markets.
The paper is organized as follows: Section 2 further explores the literature and the theoretical framework; Section 3 presents the main features of the Mchinji cash transfer program; Section 4 describes the data; Section 5 shows the econometric analysis and the results; Section 6 concludes.
Theoretical Framework
In the present paper we combine the stream of economic research on consumption smoothing and perfect risk sharing in small agricultural societies (village economies) with the one on the interaction of public and private insurance schemes.
The first line of research, started by the seminal work of Townsend (1994) on Indian villages, focused on testing the perfect risk sharing hypothesis. Townsend showed that perfect insurance markets (i.e. markets which allow individuals to smooth idiosyncratic income shocks) are not a good description of the reality. Since his work, several other empirical works aimed at testing the perfect risk sharing hypothesis by looking at whether idiosyncratic shocks have an impact on consumption growth. They all have found evidence of partial risk sharing practices in several different contexts such as households in North Nigeria (Udry, 2004) or extended families in the US (Hayashi et al., 1996) . Dercon and Khrisnan (2000) have further developed this type of research by looking at intra-household risk sharing practices in rural Ethiopia and end up rejecting the collective model of household organization, while Grimard (1997) study on community-level impacts of AIDS related mortality in Zambia. By using a set of community level indicators (e.g. changes in area of cultivated land, crop output and per capita income), they examine rural community resilience, that is those factors explaining why some communities appear better than others to share the idiosyncratic shocks linked to AIDS related mortality despite similar adult mortality rates. Dercon and Krishnan (2003) use public transfers in the form of food aid to test for the presence of perfect risk sharing arrangements at the village level 5 in rural Ethiopia. They end up rejecting the perfect risk sharing hypothesis in favor of partial risk sharing via transfers and they also address the issue of crowding out of informal insurance, thus bridging with the part of the academic literature that deals specifically with the investigation of the effects of public transfers on private arrangements. In fact, if, on one side, the rejection of the perfect risk sharing hypothesis suggests that there might be an important role for interventions aiming at helping households to pool risk more effectively (Morduch, 1999) , on the other side, argues that such interventions do not occur in a vacuum but are the direct and indirect effects of certain government interventions that change the incentives to participate into private arrangements (Attanasio and Rios-Rull, 2000) .
Studies on how public insurance can substitute private arrangements have been done with reference to both developed and developing countries: Cutler and Gruber (1996) on the expansion of Medicaid coverage and the reduction of private coverage; Cox et al. (1998) (Kocherlakota, 1996 , Thomas and Worrall 1988 , Dubois et al. 2007 ).
As stated by Albarran and Attanasio (2003) Ligon et al. (2002) and Krueger and Perri (2006) consider different implications of imperfect enforceability and test them on data from Bangladesh, India and the US, respectively.
The closest work to the type of analysis we carry out in the second part of the paper, is the one of Albarran and Attanasio (2001) where the two authors exploit the randomized design of the PROGRESA dataset in Mexico and show the crowding out effect of the program on pre-existing private transfers that leads to an overall welfare decrease in the beneficiaries. In a subsequent work (Albarran and Attanasio, 2003) , they focus on empirical implications of models with limited risk sharing due to imperfect enforceability of contracts and they show that the amount by which public transfers reduce private transfers is affected by features of the economy such as the variance of income at village level. Malawi, 2007) .
The Institutional Framework
The International Labour Organization (ILO, 2001 ) distinguishes these initiatives into three main broad categories: social insurance (i.e. usually contributory and tax-funded schemes), labor market regulation (i.e. legal frameworks aimed at ensuring minimum standards of working conditions) and social assistance (i.e. usually publicly funded and non contributory schemes aimed at addressing poverty and vulnerability). Social cash transfers are included in the latter category and can be defined as the "provision of assistance in the form of cash to the poor or those who face a probable risk, in the absence of the transfer, of falling into poverty" (Tabor, 2002) 5 . Vulnerability is defined as inability of households to deal with shocks to their livelihoods.
The Context of Malawi
Rising vulnerability implies both an increasing likelihood of shocks taking place and a declining ability to overcome shocks without experiencing livelihood collapse. Vulnerabilities affecting Malawi include (Malawi Government, 2007 ):
 agricultural vulnerability (i.e. erratic rainfall, land constraints, lack of livestock and constrained access to fertilizers, inputs and credit);
 economic shocks and processes (undiversified livelihoods, weak markets, interactions between transitory shocks and chronic poverty);  health and nutrition risks (high incidence of diarrhoea, acute respiratory infection, cholera and malaria) and HIV/AIDS;  demographic vulnerability (high population growth, increasing numbers of households headed by women, children or the elderly).
The Mchinji Social Cash Transfer Program
The Malawi Social Cash Transfer Scheme represents one of the key elements of the Malawi Growth and Development Strategy, a nationally owned strategy for investing in both economic growth and development (Government of Malawi 2006) . The overall goal of the Cash Transfer Scheme is to protect and promote the livelihoods and welfare of the poorest and most vulnerable people: in particular, it has been designed to reach 10% of all households. Recipient households must meet the criteria of being ultra poor and labor constrained (Miller, Tsoka, Reichert 2010a) .
Ultra poor households are those living below the ultra poverty line and in the lowest expenditure quintile. They may only consume one meal per day and lack any valuable assets. Labor constrained households are those with no able bodied member between 19-64 who is fit for work or when one able bodied adult must care for more than 3 dependents (i.e. children, elderly, chronically ill persons).
The Cluster Survey (MICS). The household questionnaire documents basic health, demographic and economic conditions, including anthropometric measurements; food security (including the quality and quantity of meals, food diversity, and satisfaction with meals based); educational data; health, hygiene and health seeking behaviors; economic data; time use and adult and child care patterns; emotional wellbeing; mobility and migration; coping behaviors; and characteristics of the house and inhabitants. The household questionnaire was administered to the person registered to receive the cash transfer (Miller, Tsoka, Reichert 2010b) .
6 The District Secretariat trained a Community Social Protection Committee (CSPC) to help implement the scheme. The CSPC made a list of ultra poor labor constrained households based on community knowledge and the local Village Headman signs on this list. The CSPC then visited the households to fill out an application for each household. Next, the CSPC ranked households and chose the 10% poorest. A community meeting occurred where the ranking was discussed. Then Village, District, and National Committees approved the list of eligible households. Once fully approved, recipients started receiving transfers on a monthly basis.
The Data
The data used in this analysis are from the baseline (March 2007) and final round (March 2008) of the impact evaluation of the Malawi Cash Transfer Scheme. The latter, includes 767 households of which 374 had already started to receive the cash transfer at the time of the interview and 393
had not yet received it. We refer to the first as "treatment" group and the second as "control" group in the remainder of the paper. The sample is restricted to those households headed by an adult, thus excluding so-called child-headed household, which might be significantly different from adultheaded households and not directly comparable. The analytical sample used for the econometric analysis is therefore composed by 749 households (387 control and 362 treatment). were statistically the same in terms of consumption expenditures, food insecurity and asset ownership at baseline, thus confirming the robustness of the randomization. Table 1 indicates that, at baseline, the average household size was 4 members per household. More than half of the households in the sample had orphans; 20% had members with some forms of disabilities; over 30% included chronically ill members; 64% were female headed and 56% were headed by over 65 years old heads (Miller, Tsoka, Reichert 2010c) . Descriptive statistics in the final round show several statistically significant differences between treatment and control groups. For instance, asset ownership (measured as the number of furniture, animals and agricultural tools) increased significantly for households in the treatment group. Moreover households that received cash transfers are more likely to face a shock related to livestock stolen or died, and are less exposed to income shocks due to house damages. They had also significantly reduced access to social safety nets based on free food distribution or agricultural inputs compared to control households. A relevant impact is observed on health-related variables: the self-reported index of poor health status for the head of the households decreases from 74% to 3% in the treatment group while it remains almost stable for the control. Similarly, the percentage of household heads who reported being sick 
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Finally the variables on annual real total consumption and food only consumption expenditures per adult equivalent confirm the well executed randomized design at baseline, and shows impressive changes in the final round, which will be further analyzed in the multivariate econometric analysis in the next section. The same applies to the descriptive statistics on private transfers: these show significant changes in gifts and remittances between baseline and the final round that will be also part of the econometric analysis of the crowding out effect in the next section. In order to perform the econometric analysis on consumption, the expenditure per adult equivalent was calculated to take into account the different size and composition of the households.
For the analysis of private arrangements, we relied on respondents' reports of transfers received by each household. In particular, under the section dedicated to the sources of income, respondents were asked about the sources of support and income that the household received in the 12 months preceding the interview. Respondents reported whether they received each of these income sources, and, if yes, the amount in local currency, the frequency and the periodicity in the past year. On the basis of this information, we focused on three specific sources of income and support which are most likely to be related to the concept of inter-household private transfers and arrangements:
remittances from family members employed elsewhere; gifts from family/friend/other; loans from family/friend/other. These three sources are all defined at the household level and therefore the household is our unit of analysis. For each of these three categories, we built an indicator that takes value one if a household has received the transfer. Moreover, by aggregating the information provided for these three transfers' sources separately, we built an indicator for those households that have received at least one transfer in the past year, regardless of the type of transfer.
Econometric Analysis
The econometric analysis is divided into two parts: the first aims at testing for the presence of perfect risk sharing arrangements at village level by estimating the impact of unconditional cash transfers on consumption. The second part aims at measuring the impact of cash transfers on preexisting private arrangements and consequently at assessing the presence and the level of crowding out effects of private insurance by public transfers.
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Risk Sharing and Cash Transfers
The premise underlying most of the standard tests in the risk sharing literature is to assess whether idiosyncratic shocks contain any information that could explain consumption growth. The perfect risk sharing hypothesis implies that such shocks will have no impact as their effects will be perfectly shared across the members of the community.
In Section 3.2, it has been highlighted how the literature has rejected this hypothesis in a variety of contexts. Still it is interesting to investigate it in the context of rural Malawi, as its rejection would provide support for the introduction of social protection mechanisms helping households to pool risk more effectively. The dataset allowed us to construct the consumption variables for both round 1 (i.e. baseline round) and round 3 (final round). We looked at two specifications of consumption: food consumption and total consumption. The food consumption variable has been constructed as the sum of the expenditures on more than 110 food items consumed at the household level over the week preceding the interview. In particular, the food items were grouped in the following categories: cereals and grains, roots and tubers, pulses, vegetables, meat, fish and animal products, fruits, cooked food from vendors, milk and milk products, sugar, fats and oil, beverages, spices and miscellaneous (Miller, Tsoka, Reichert 2010b) . The non-food consumption variable is the result of the sum of expenditures on more than 30 non-food items divided on the basis of one week, one month or one year recall. The one week recall category includes items like charcoal, cigarettes, matches, newspapers and public transports; the one month recall category includes a range of items from bar soap and other personal care products to light bulbs, bicycle and vehicle repair services, electricity and telephone units; the one year recall category includes carpets, mosquito nets, building items, insurance, funeral costs, marriage costs and gifts 7 . The sample contains households of different sizes and compositions: so it is therefore important to adjust our consumption estimates for these differences as we would introduce an important distortion in the results otherwise (White and Masset, 2003) . This leads to the concept of adult equivalence scales.
Using OECD equivalence scales, we then calculated the expenditure per adult equivalent following the same approach used by White and Masset (2003) , with the total number of adult equivalents per household i given by:
where β j,i is the adult equivalent for individual j in household i. We use a single calorific equivalence scale based on OECD recommendations and we assign to each child in the age group 0-18 years a value of β= 0.3 of an adult, and a value of β= 0.5 to each other adult in the household which is not head of the household. Against this background, the total consumption variable to be used in the econometric specification is constructed as the sum of household food and non food consumption scaled by equivalents. Consumption is expressed in March 2007 prices using the annual inflation rate for rural areas provided by the Malawi Statistical Office.
Quantile regression models were used to quantify outcomes at the median and at the .25 and .75 quantile: this choice allows for a type of robust regression analysis which reduces the influence of outliers. The dependent variable used in the analysis is given by the ratio of the variation of consumption between the final round and the baseline round over the average total consumption measured at t 0 and t 1. This is an alternative measure of consumption variation used in place of the more traditional difference in logarithmic consumption at t 1 and t 0 . The econometric specification can be written as:
where the dependent variable, defined as [(c 1 -c 0 )/( c 1 +c 0 )]*2, is regressed on a constant and a set of taste shifters Z i like the household composition as well as age, sex, health and marital status of the head of the household. Moreover, a set of variables X i measuring idiosyncratic shocks at household and village level affecting the level of income, such as crop pests, livestock stolen and price shocks, was used. The transfer T is also part of the regression. Under the perfect risk sharing hypothesis, the coefficients on idiosyncratic shocks and on the transfer should be equal to zero. If this is not the case, then it means that transfers and other shocks to income have an impact on the household's level of consumption and therefore the perfect risk sharing hypothesis is ruled out. In fact while usually negative shocks are considered good candidates for testing the effect of idiosyncratic shocks to consumption, we use a positive shock in the form of an unconditional cash transfers given to some households in the village, as idiosyncratic shock. Positive shocks should in fact also be shared and not affect household consumption directly, but only through aggregate village resources.
Table 2 -Quantile Regressions: Total Consumption Expenditures
Notes: Significant at the *** 1% level, ** 5% level, * 10% level. Robust standard errors in squared brackets. The design of the dataset, based on perfect randomization, allows ruling out the risk of distortions due to the so-called "program placement effect". Table  2 summarizes the econometric results for total consumption while Table 3 shows the results for food-only consumption. Two specifications are presented for each of the three quantile regressions. The first specifications controls only for village and household level shocks, while the second specification includes the whole set of controls (i.e. adding to the previous also household's assets, household's characteristics, and head of household's characteristics).
The results across all specifications for the coefficient on the variable of interest (indicating the reception of cash transfer) confirm the rejection of the hypothesis of perfect risk sharing, as in all cases, controlling for village level aggregate resources, the consumption levels are clearly affected by the (positive) idiosyncratic shock represented by cash transfers.
More specifically, Table 2 On the other side, those households in the .75 quantile of the distribution, represent those who would have increased their consumption in any case, so their variation of consumption is still significant, but it increases less (the coefficient is equal to 0.66) compared to those in the median or in the .25 quantile of the distribution.
A similar trend is observable in Table 3 concerning the food-only consumption.
Regarding the significance of control variables, Table 2 shows that the presence of a social safety net based on agricultural inputs has a negative effect on the variation of consumption given by the negative impact of employment in the past year across all specifications. A possible explanation could be that, given the rural environment, many temporary and irregular jobs are related to cultivation and the payment can be in kind instead of monetary. In this hypothesis then, the expenditures for consumption would be consistently lower.
Table 3 -Quantile Regressions: Food Consumption Expenditures
Notes: Significant at the *** 1% level, ** 5% level, * 10% level. Robust standard errors in squared brackets. 
Crowding out of Private Arrangements
Next, Probit models have been used to measure the impact of the social cash transfer on the probability of receiving private transfers. The presence of crowding out effects has been tested by using a structure of controls similar to the one used for testing consumption smoothing and includes aggregate shocks at village level, idiosyncratic shocks at household level, the presence of other externally provided safety nets, household characteristics and also demographic characteristics of the heads of household (i.e. age, gender, education level, health status and marital status and employment in the past year). We first looked at the crowding out effects of private transfers without making distinctions based on the type of transfers. Secondly, the same methodology has been applied on the probability for a household of receiving a transfer distinguishing between remittances, gifts and loans. The randomized design of the dataset allows us to isolate the effect of the public transfers by comparing treatment and control households and checking whether treatment households receive less frequent transfers than control households. Moreover the distinction between remittances, gifts and loans allows enriching the analysis with considerations linked to the geographical proximity (e.g. by comparing
remittances from elsewhere and gifts from family or friends living closer to the reference household).
The results for the average marginal effects based on Probit models are reported in Tables 4 to 7. Table 4 refers to any transfer. The control structure is progressively adding categories of control variables in each specification. It is interesting to note that the crowding out effect (i.e. a reduction of 24% in probability) of cash transfers (CT) on any private transfer is consistently significant across all specifications at 1% level.
As shown in the next tables, the effects of gifts are likely to be dominant in the dependent variable used in Table 4 , which aggregates the three different types of transfers. Moreover, the covariates included in the control structure show that an increase in assets (animals or agricultural tools) can reduce by 10 to 13% the probability of receiving private transfers, while the presence of disabled members in the household or the shock given by a theft in the past year can increase the probability of transfers by 8 and 10%, respectively. Given the detailed information collected, it is useful to look at the different types of transfers separately in order to be able to isolate the net effect of cash transfers (Tables 5 to 7) . Table 5 refers to remittances only. Here there is a small crowding out effect on private transfers due to the cash transfer (a reduction of 1.5% in the probability of receiving remittances for those households that receive CT). Remittances come from members of the household living abroad, either within or outside the country. The econometric analysis indicates that these have a compensation function with respect to shocks occurring at household level as when livestock die or is stolen implying a 2%
increase in the probability of receiving a remittance. The presence of orphans in the household reduces the probability of receiving remittances by 1 percentage point, which may be explained by the fact that the orphan status of children implies a lower probability of family members surviving and working abroad. Moreover, the age of the household head also plays an important role: the older the household head, the higher the probability of receiving a remittance, thus confirming the role of informal "social security" that private transfer plays especially in developing countries where formal social security schemes are in most of the cases absent. Finally, an increase in the number of agricultural tools implies a decrease in the probability of receiving remittances, as agricultural tools can be interpreted as an instrument for wealth. Table 6 refers to gifts from family and friends. Here the crowding out effect on private transfer is strong and persistent with a 24% reduction in the probability of receiving private gifts for those households who receive the CT.
Contrary to the case of remittances, here the loss of livestock implies a reduction of 6% in the probability of receiving a transfer. This difference might be explained by the fact that livestock ownership is somewhat rare. People who bought livestock rose above their neighbors so that losing livestock was not seen as dire. Therefore its loss implies a reduction in the inter-household level of transfers, while for a family member living abroad and whose income is not linked to livestock, a similar loss implies an increase in the probability of making a transfer. Here as well, an increase in the household's assets and particularly in agricultural tools indicates an increase in wealth and therefore implies a 10% reduction in the probability of receiving gifts. On the contrary the presence of disabled members is associated with a 9% increase in probability of receiving gifts. The fact that the crowding out effect is much stronger than in the case of remittances is in line with the idea that people living in the village or nearby have better information on the nature of the grant and therefore can react more to its introduction. This can also be read as a positive element, meaning that the flow of money in the village from members living outside is only marginally affected by the introduction of the cash transfer scheme and consequently it is possible to argue that the overall level of wealth in the village increases. Finally, Table 7 focuses on loans. It is interesting to note that there is no crowding out effect when we look at loans from other family members and friends. In this case the reception of the public cash transfer seems to not have any significant impact on the probability of receiving a loan from family or friends. On the contrary, an explanatory variable for informal loans showing a strong statistical significance is a dummy indicating whether the household had already been borrowing money in the past (i.e. before the start of the program). In fact, those households who were already borrowing money have a 20% increase in the probability of receiving a loan which is independent of their cash transfer recipient status. This highlights an interesting mechanism of the functioning of informal rural credit markets, where the reputation of the borrower built through repeated interactions can often play a crucial role, comparable to collateral. Moreover, by looking at the rest of covariates in the regression model, the probability of receiving a loan seems to be also influenced by shocks and head of household's characteristics: for instance, having an agricultural output shock (e.g. a crop disease), increases the probability of receiving a loan by 6%, while being an older head of household reduces the probability of receiving a loan by 6%. Against this background a question remains open about whether the crowding out observed for gifts should be interpreted as a negative side-effect of the intervention and therefore requires a correction in the program design or, on the contrary, it could be seen as a signal that resources are re-allocated within the village economy and directed to other needy recipients. Additional information provided by the questionnaire tells us that 9% of cash transfer beneficiaries share the received cash with neighbors or others outside the household, 14% regularly share food bought with the cash transfer with neighbors or others, while 23% have started a business with funds from the cash transfer (Miller 2011 ). This piece of information, coupled with the result on remittances which shows that the crowding out effect on this type of transfer is extremely small, seems to suggest that the amount of additional resources generated by the cash transfer can be used for a better re-allocation of resources among households within the village (Miller 2011) . 
Conclusions
In this paper we explore the short-run consumption expenditure dynamics and the interaction of public and private arrangements using a randomized sample of 749 rural households in Malawi. The context of rural Malawi represents an extremely interesting setting due to the high HIV/AIDS prevalence that has inevitably shaped the social structure of many households. Moreover, the cash transfer pilot project used in the analysis represents one of the first experiments of social protection policies based on unconditional cash transfers in Sub-Saharan Africa. We exploit the unique source expenditures less (as they would have probably increased it in any case). These findings confirm the rejection of the perfect risk sharing hypothesis and suggest that there might be an important role for public interventions that might help households to pool risk more effectively. Consequently, the government's initiative of implementing a public cash transfer program seems to be well justified by the type of risk sharing arrangements and market imperfections existing at the village level.
However, in order to test how such public interventions interact with pre-existing private arrangements at village level we have also looked at the effects of cash transfers on private transfers in a context where the social fabric is already heavily compromised by the presence of high HIV/AIDS rates, and characterized by imperfect enforceability of contracts.
On the basis of the detailed information provided in the dataset, we could distinguish among three different types of private transfers: remittances, informal loans from friends or other family members and gifts from friends or other family members without the expectation of repayment.
Results confirm the presence of crowding out effects on private arrangements when looking at gifts and, to a lesser extent, remittances, while informal loans seem to be completely independent from the cash transfer's reception. The fact that the crowding out effect is much stronger in the case of 28 gifts than in the case of remittances is in line with the idea that people living in the village, or nearby, have better information on the nature of the grant and therefore can react more to its introduction. The control structure used in the analysis, checking for shocks at household and village level as well as for household's specific characteristics, confirm the robustness of the findings which are not an artifact of shocks or demographic features. Finally, the result concerning informal loans that depend on pre-existing credit transactions rather than on the public cash transfer highlights an interesting feature of the functioning of informal rural credit markets which should be further explored in future research on the basis of additional data collection.
From a policy perspective, the present paper offers a contribution to the evaluation of the very recent wave of social protection policies based on (unconditional) cash transfers in Sub-Saharan Africa, on one side by showing that similar policies may be well motivated on the basis of the imperfect risk sharing arrangements existing at the village level and, on the other side, by highlighting the importance of taking into account the interactions of these policies with preexisting private arrangements.
